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Abstract 
The current study has examined 41 SMEs financed by BASIC Bank to evaluate the impact on entrepreneurship 
development. The study evaluates the entrepreneurship development of the sample enterprises through  variables 
like, sales growth, return on investment, assets turnover and profit margin. The study found that by taking loans 
from BASIC Bank the sample enterprises have been able to increase their sales, profit, assets and the like. Thus, 
the findings of the study show that firms that receive bank loans can significantly increase their performance. 
The regression analysis also depicted the significance of the impact of financing on entrepreneurship 
development of selected SMEs. The study also highlighted several areas where BASIC bank’s assistance 
programs create positive effect like, improved profitability, higher level of output, increased sales, increased 
productivity, increased employment and the like. 




This study presents the entrepreneurship development of selected SMEs and assesses the impact of financial 
assistance upon the growth and development of the SMEs under study. Economic theory suggested that access to 
loans should lead to higher profits of SME primarily in two ways: First, funds are available for working capital 
and second, accumulation of modern technical equipment, which is made feasible by the availability of the funds. 
The significant relationship between loans and profitability might be because SMEs with larger amount of loans 
from commercial banks are more likely to use new technology for production, which in turn will increase the 
profit of the firms. Similarly, more capital base will also increase turnover and consequently profit. Therefore, a 
vital element for entrepreneurship to thrive is the availability of capital for start-ups and growing business.  
 
2. Review of Literature: 
Chowdhury and Alam (2017) investigated 86 SMEs and found that, size and age of the firm, education and 
skills of the owner’s, high interest rate, lack of collateral security and corruption by bank officials are the key 
barriers in SME loan. Bosri (2016) depicted that, the success rate of SME financing is very high but 
disbursement of SME loan is low than industrial loan. Taiwo et. al.,(2016) recommended that, Government 
should formulate policies for the development of SMEs by assisting throughs soft loans at low interest rate and 
other fiscal incentives in order to enhance the socio-economic development of the economy. Akter and 
Alauddin (2016) found that, the PCB’s are reluctant to finance SMEs due to avoid high risk, lack of collateral, 
proper documentation and monitoring etc. Haider and Akter (2014) opined that, the financing gap of middle 
segment of SMEs are acute. The study suggests that, in an early stage Government has to subsidize the 
development of SMEs. Sharma S.C. (2012) observed that the institutions not only provide financial assistance 
but also provide other support such as assistance for marketing the product, ensuring quality, training of workers, 
assistance in up-gradation of technology, develop industrial estates and the like. Mamun et al. (2013) found that 
SME faced major problems viz., high interest rate, complexity of documentation, non-availability of loan in due 
time, non-availability of required amount, banker’s reluctance and negligence and the like. Alam and Ullah 
(2006) identified lack of medium to long term credit, limited access to market opportunities, technology and 
expertise and business information. Bose and Uddin (2013) found that business plan, channel of distribution, 
management skills and Government support are identified statistically significant in determining success of 
SMEs in Khulna City. Somoye (2013) evaluates the impact of finance on entrepreneurship growth in Nigeria and 
found that, finance, interest rate are significant in entrepreneurship in Nigeria. Pandey and Ansari (2012) 
examined credit problem, lack of collateral, lack of training, delay in obtaining finance or inadequate finance, 
high rate of interest, negative attitude are significant.  Islam et al. (2011) The results of the analysis showed that  
SMEs those are in operation for longer period have been more successful in comparison to those who have been 
in operation for a shorter period.  Akterujjaman (2010)  revealed that SMEs are not preparing proper financial 
statements which creates problem for the bank judging financial standings, profitability and credibility. Jahur 
(2010) found that, factors responsible for success of entrepreneurs of SMEs Relationship Factor and 
Organization factor in order magnitude. Solaiman and Chowdhury (2010) revealed that dynamic and effective 
market management of small industries ensures better working environment which in turn may contribute in the 
European Journal of Business and Management                                                                                                                               www.iiste.org 
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) DOI: 10.7176/EJBM 
Vol.11, No.4, 2019 
 
52 
process of development of an individual as an entrepreneur. Ahmed and Chowdhury (2009) found that the 
performance of SMEs of Bangladesh, specially in terms of employee turnover rate, quality assurance, allocation 
of funds, marketing activities was below the international standard. Afrin et al. (2008) found that the financial 
management skill and the group identity of the borrowers have a direct and significant relationship with the 
development of women entrepreneurship through micro credit program. Grover and Singla (2012) showed that 
there exists a positive relationship between extent of bank credit and growth of small and micro enterprises 
represented by sales growth, number of SMEs and productivity. Obamuyi (2010) which suggests that access to 
loans should lead to higher profits. Davis and Gaburici (2001)  suggested that banks loan could lead directly to 
additional capital inputs, which tend to lead to better changes of survival. 
 
3. Research Design:  
Both primary and secondary data have been used in the study. Primary data have been collected through 
structured questionnaire from 41 SME’s selected randomly in different sectors like food & allied, textile, paper 
&printing, chemical & pharmaceuticals and engineering and the like. Data have been analyzed through different 
descriptive and inferential statistical tools like average, growth rate, trend analysis, standard deviation, 
coefficient of variation, correlation & regression analysis and presented in the form of table and graphs. 
Inferential statistical tools like ‘t’ test and ‘f’ test have been used to test the significance of the findings. The 
variables are sales growth, employment growth, value added per employee, net profit ratio, asset turnover and 
return on assets. The study evaluated the organizations performance of SMEs , those who are getting loans from 
BASIC Bank.  
Regression Model: Y = A+ β 1 X 1 + β 2 X 2 + β 3 X 3 + 4β X 4 + 5β X 5 + cµ  
Where ,Y=Changes in sales growth, changes in employment growth, Changes in productivity and changes in 
profitability ,  A=Constant, β 1 =Co-efficient of X 1 ,  X 1 =Loan to Total Asset, β 2 =Co-efficient of X 2 , 
X 2 =Log (Asset), β 3 =Co-efficient of X 3  
, X 3 =No. of years of Operations, 4β =C0efficient of X 4  ,X 4 =No. 
of customers , 5β =Coefficient of X 5  ,X 5 =T-Bond Rate. 
 
4. Objective of the Study: The main objective of the study is to critically evaluate the impact of SME financing 
on entrepreneurship development in Bangladesh. 
 
5. Findings and Analysis 
5.1. Regression of Sales Growth against financial service: 
Table-1: Estimates of pooled Data of Step Wise Regression Model 
Model-I (Dependent variable: Sales growth) 
Details B S/E t value Sign VIF 
Constant 4.747 .207 22.93 .002*  
Loan to total Asset .75 .112 .67 .026** 1.44 
Size .175 .114 1.053 .001* 1.48 
Age .31 .23 1.34 .034** 1.35 
Relationship banking .21 .13  .088 1.04 
T-bond rate .15    1.33 
F value 7.617   .002*  
R2 56.85%     
Adjusted Ŕ2 55.3%     
Note: Data have been compiled by the researcher 
*1 % level of significance, **5% level of significance. 
Table-1 shows a regression analysis of the sales growth of sample SMEs against independent variables. The 
table shows that the co-efficient of determination of the linear regression of the sales growth against the 
independent variable is explained by 56.85 percent of the variation for the sample SMEs. It is also revealed that 
the results of ‘F’ test and ‘t’ statistics were found highly significant. The parameter information indicates that the 
financial assistance (loan to total asset) is the main contributor with change in sales of the assisted firms under 
study.   
 
5.2. Regression of employment growth against financial services: Table 2 shows a regression analysis of the 
employment growth of sample SMEs against loan variable. The table shows that the co-efficient of 
determination of the linear regression of the employment growth against the loan is explained by 41.5 percent of 
the variation for the sample SMEs.  
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Table-2: Estimates of pooled Data of Step Wise Regression Model 
Model-I (Dependent variable: Employment growth) 
Details B S.E t value Sign VIF 
Constant 1.847 .207 6.067 .002*  
Loan to TA .58 .13 .38 ..042 1.42 
Size .04 .11 .36 .11 1.45 
Age .22 .14 1.57 .001* 1.25 
R. banking .21 .13 1.61 .088 1.01 
T-bond rate .15 .11 1.36 .033 1.22 
F value 2.711   .002*  
R2 41.5%     
Adjusted Ŕ2 35.3%     
Note: Data have been compiled by the researcher. 
  *1 % level of significance. 
It is revealed from the table-2 that the results of ‘F’ test and ‘t’ statistics were found highly significant. The 
parameter information shows that loan to total assets, contributed significantly to the relationship with change in 
employment of the assisted firms. This means that the loan variable is capable of influencing the employment 
growth.   
 
5.3. Regression of productivity against financial service: 
Table-3 shows a regression analysis of the productivity of SMEs against loan variable and other independent 
variable.  
Table-3: Estimates of pooled Data of Step Wise Regression Model 
Model-I Dependent variable: Productivity 
Details B S.E t value Sign VIF 
Constant 2.676 .207 7.199 .002*  
Loan to T.A .53 .11 4.81 .001** 1.24 
Size .04 .114 1.053 .001* 1.58 
Age .22 .23 1.83 .034** 1.25 
R. banking .21 .13 1.62 .088 1.04 
T-bond rate .15 .11 1.36 .022 1.33 
F value 7.617   .002*  
R2 62.3%     
Adjusted Ŕ2 35.3%     
Note: Data have been compiled by the researcher 
*1% level of significance ; **5% level of significance 
Table 3 shows a regression analysis of the productivity of SMEs against loan variable. The table shows that 
the co-efficient of determination of the linear regression of the productivity against the loan is explained by 62.3 
percent of the variation for the sample SMEs. It is also revealed that the results of ‘F’ and ‘T’ statistics were 
found highly significant. The parameter information indicates that financial assistance (loan to total asset) 
variable is contributed significantly to the change in the productivity of the firm. This means that the loan 
variable can influence the productivity.   
 
5.4. Regression of Profitability against financial services: 
Table-4 shows a regression analysis of the profitability of SMEs against loan variable.  
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Table-4:Estimates of pooled Data of Step Wise Regression Model 
Model-I (Dependent variable: Profitability) 
Details B S.E t value Sign VIF 
Constant 2.447 .706 3.89 .002*  
Loan to  T.A .25 .13 1.92 .001 1.24 
Size .175 .114 1.053 .001* 1.38 
Age .16 .13 1.34 .456** 1.15 
Relationship banking .08 .11 .73 .345 1.04 
T-bond rate .15 .13 1.15 .023 1.22 
F value 1.92   .002*  
R2 63.0%     
Adjusted Ŕ2 37.3%     
Note: Data have been compiled by the researcher 
*1% level of significance, **5% level of significance 
Table-4 shows a regression analysis of the profitability of SMEs against loan variable and other control 
variable. The table shows that the co-efficient of determination of the linear regression of profitability against the 
loan is explained by 63.0% percent of the variation for the sample SMEs. It is also revealed that the results of ‘F’ 
test and ‘T’ statistics were found highly significant. The parameter information shows that loan to total assets 
ratio i.e. financial assistance contributed significantly to the relationship with change in profitability of the 
assisted firms. This means that the loan variable can influence the profitability.    
 
6. Effect of Financial Assistance  :( Qualitative Analysis) 
Table-5 provides a summary of these responses. It is evident from the table that most of the respondents, 47.26 
percent started/restarted their enterprises as a result of receiving financial help. The volume of production/sales 
was increased by about a fifth, 17.29 percent of the respondents, while the same percentage of the entrepreneurs 
increased working capital.  
Table-5: Types of changes Made as a result of Receiving loan  
Multiple Response category 
Financial Support n = 41 
No % 
Restarted / Started firms 19 47.26 
Increased production/Sales 10 24.06 
Increased working capital 7 17.29 
Purchased machinery 3 7.63 
Expanded business 2 3.76 
Improved Production process - - 
Improved Product quality  - - 
Others   
Total 41 100 
Source: Field Survey 
The survey results are exhibited in Table-5. It is revealed that a few respondents, 3.75 percent, thought that 
their volume of production/sales would have been lower without such help. Important to note that, a total of 
56.39 percent of the owner/managers under study mentioned that they would not have survived or re-started their 
business, whilst 10.53 percent would have had to defer their projects without the financial help received. About 
11.28 percent of the respondents would not have bought machines if they had not received loans.  
 
7. Conclusion 
The present study evaluates the entrepreneurship development of the sample enterprises through some variable 
suggested by Mathew (2009), viz., sales growth, return on investment, assets turn over, and profit margin.  From the 
above analysis, it can be concluded that by taking loans from BASIC bank, the sample enterprises have been 
able to increase their sales, profit, assets, and the like, through proper utilization of the finance. Both quantitative 
and qualitative analyses were carried out. Accessibility to banks loans, no matter the magnitude, significantly 
affects firm’s performance. Four aspects of performance were considered profitability, sales and number of 
employee and productivity. The results show that firms that receive banks loans significantly increase their 
performance.   
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